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Abstract : This study aims to determine and analyse the effects of financial targets, 
financial stability, external pressure, nature of industry, ineffective monitoring, change in 
auditors, rationalization, and capability, on financial statement fraud simultaneously and 
partially on manufacturing companies listed on the Indonesia Stock Exchange (IDX). The 
population in this study are companies that are included in the Manufacturing sector on 
the Indonesia Stock Exchange (IDX) for the period 2010 - 2017. The samples in this study 
used Saturated Sampling (Census) techniques, so a population of 139 companies will be 
taken as a whole sample for 8 consecutive years according to the total observation is 
1.112. The results of hypothesis testing prove that financial targets, financial stability, 
external pressure, nature of industry, ineffective monitoring, change in auditors, 
rationalization, and capability, simultaneously have a significant effect on financial 
statement fraud. Partially, financial targets, financial stability, external pressure, nature 
of industry, ineffective monitoring, rationalization, and capability, have a significant 
positive effect on financial statement fraud, and change in auditor has a significant 
negative effect on financial statement fraud. 
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1.    Introduction 
The financial statements aim to provide useful information for stakeholders and related 
parties. Correct information will help all parties to make the right decisions in carrying 
out economic or business activities. But tight business competition often encourages 
management or certain parties in the company / organization to deliberately manipulate 
financial statements or not disclose overall important information that should be reported. 
The last two decades financial statement fraud has increased substantially. Fraud in 
financial statements has a higher impact on asset losses on companies that are victims. In 
addition, it will also have a negative impact on shareholders and investment in general. 
Financial statement fraud is intentionally making financial statements a misstatement or 
total error in disclosure of financial reporting, with the intention of deceiving users of 
financial statements. 
Table 1 
Fraud's Financial Statement Phenomenon 
No Company Name Year Fraud Phenomenon 
1 Enron Corp 2001 Exaggerate income and do not report 
costs so that profits rise and result in 
stock prices rising. 
2 PT. Great River 
International Tbk 
2005 Overstatement of the presentation of 
sales and accounts receivable in 
financial statements. 
3 PT. Waskita Raya 2008 Inflation or asset misstatement. 
4 PT Muncul Lestari 
Mandiri  
2013 Deceiving income tax and value 
added tax in two companies. 
5 CV Kondang Murah 2013 Deceiving income tax and value 
added tax in two companies. 
 
From table 1 above, it can be seen that in 2001, the world was shocked by the 
bankruptcy of Enron. Enron is the largest giant organization in the energy sector listed on 
the New York Stock Exchange (NYSE). The Enron stock price of USD 80 per share in 
January 2001 fell to USD 40 in August 2001 and finally became USD 1 in December 
2001. This bankruptcy was caused by fraud committed by the executives and CEO of 
Enron. Fraud is done by over-estimating income and not reporting costs so that profits 
will rise and result in stock prices rising on the New York Stock Exchange (NYSE). Then 
in 2005 it was found indications of inflating sales accounts, accounts receivable and assets 
up to hundreds of billions of rupiah in Great River's financial statements which resulted 
in the company finally having cash flow difficulties and failing to pay off debt. And the 
Case of PT. Waskita Karya, namely, in the 2008 financial report, disclosed that there was 
a misstatement or asset inflation in 2005 of IDR 5 billion and in 2013 the Director of PT. 
Muncul Lestari Mandiri and CV Kondang Murah, Budiati, face a sentence of six years in 
prison for being charged with defaulting on income tax and value added tax in the two 
companies. The act of the owner of the company in the timber sector was considered to 
have hurt state revenues in the amount of more than IDR 9 billion. 
Fraud's Financial Statement is a very significant problem because of its impact. 
Therefore, the role of the auditor profession (Fraud examiner and Forensic auditor) must 
be more effective so that the Fraud can be identified as early as possible before it develops 
into a scandal. Fraud's undetectable Financial Statement can develop into a big scandal 
that harms many parties. This research is intended to detect fraud financial statements 
using fraud diamond analysis. Research related to Diamond fraud analysis is still 
relatively rare in Indonesia. This is due to the difficulty of measuring qualitative variables 
in the field. But now some of these qualitative variables can be quantified. 
The background problem in this study is also supported because of the research gap 
that shows the influence of independent variables on Fraud's Financial Statement can be 
explained as follows: Beasley's (1996) study proves that companies that have large profits 
(measured by ROA) are more likely to do Fraud's Financial Statement than companies 
who have small profits. However, the results of Skousen's research, at, (2009) do not 
corroborate the evidence that ROA influences Fraud's Financial Statement. 
Based on the description of the background of the research, the formulation of the 
problem in this study is whether Financial Target, Financial Stability, External Pressure, 
Nature of Industry, Ineffective Monitoring, Change In Auditor, Rationalization, and 
Capability have an effect on Fraud's Financial Statement on manufacturing companies 





2.    Method 
2.1. Research Method 
The type of research used in this study is causal which aims to analyse how a variable 
affects other variables. The data used in this research is secondary data. The population 
in this study are all manufacturing companies listed on the Indonesia Stock Exchange 
(BEI) for the period of 2010 to 2017 consisting of basic industrial and chemical sectors, 
various industrial sectors, and the goods and consumption industry sectors obtained 
through the website www.idx.co .id. The total population of all manufacturing companies 
listed on the Stock Exchange in 2017 is 139 companies. The sampling method used was 
Saturated (Census) Sampling. Saturated sampling (census) is a technique of determining 
samples if all members of the population are used as samples. The number of samples in 
this study amounted to 139 companies with the number of years studied 8 (eight) years, 
the observation data amounted to 1,112. 
 
2.2. Operational Definition 
a. Dependent Variable 
Fraud's Financial Statement (Y): the ratio between total accruals (TACC) and 
nondiscretionary accruals (NDACC) in manufacturing companies on the IDX in 
2010-2017. 
b. Independent Variables 
Financial Targets (ROA) (X1): the ratio between Net Income Before Extraordinary 
Items Devided and Total Assets in manufacturing companies on the IDX in 2010-
2017. 
Financial Stability (ACHANGE) (X2): namely Change in Assets divided by Total 
Assets in manufacturing companies on the IDX for the period 2010-2017. 
External Pressure (LEV) (X3): namely the ratio of Total Liabilities to Total Assets 
in manufacturing companies on the IDX in 2010-2017. 
Nature of Industry (RECEIVABLE) (X4): the ratio of Total Change in 
Receivables to Total Sales in manufacturing companies on the IDX in 2010-2017. 
Ineffective Monitoring (BDOUT) (X5): the ratio of the number of Independent 
Board of Commissioners with the number of Board of Commissioners in 
manufacturing companies on the IDX in 2010-2017. 
Change In Auditor (CPA) (X6): 0 there is no change in KAP and 1 there is a change 
in KAP in manufacturing companies on the IDX in 2010-2017. 
Rationalization (TATA) (X7): a ratio of accrual totals calculated as changes in 
current assets less changes in cash, less changes in current liabilities plus changes in 
short-term debt less depreciation and amortization expenses less deferred income tax 
plus capital in manufacturing companies on the IDX 2010-2017 . 
Capability (DCHANGE) (X8): 0 there is no change in the board of directors and 1 
there is a change in the directors of the manufacturing company on the IDX in 2010-
2017. 
 
2.3. Data Analysis Method 
Data analysis is done by using quantitative analysis methods, namely by collecting, 
processing, and interpreting the data obtained so as to provide correct and complete 
information for solving the problem at hand. The data analysis method used in this study 
is a multiple regression model using SPSS assistance. 
 
3.    Result and Discussion 
3.1. Result 
a. Classical Assumption Test 
Normality Test 
This normality test is carried out in order to test whether in a regression model the related 
variables and independent variables have a normal distribution or not. The results of the 
normality test of the data with P-Plots show that the research data points are spread evenly 
along the diagonal lines to form a symmetrical line left and right. This indicates that the 
research data is normally distributed. 
Multicollinearity Test 
The multicollinearity test was conducted aimed at testing whether the regression 
model found a correlation between independent variables. The results show that the 
tolerance value of the 8 variables is Tolerance ≥ 0.10 and VIF value ≤ 10 so that the 
results of this calculation meet the requirements of the multicollinearity test. Thus, it can 
be concluded that the data of this study do not contain symptoms of multicollinearity. 
Autocorrelation Test 
In this study conducted using the Run test which aims to test whether in the linear 
regression model there is a correlation between bullies in period t with errors in the 
previous period. 
Based on the Durbin Watson test results show a value of 1.943, whereas in the DW table 
for "k" = 8 and N = 1.112, the DW-table size: dl (outer limit) = 1.89360 and du (inner 
limit) = 1.90820, 4 - du = 2.0918. Because the DW value of 1.943 is greater than du and 
DW is smaller than 4 - du, it is concluded that there is no autocorrelation in the research 
data. 
Heteroscedasticity test 
Heteroscedasticity test aims to test whether from the regression model there is an 
unequal variance from the residual one observation of the other. The heteroscedasticity 






t Sig. B Std. Error Beta 
1 (Constant) 39.333 64.356  .611 .000 
ROA 25.114 6.779 .113 3.705 .000 
ACHANCE 17.049 8.405 .062 2.029 .043 
LEV 2.497 7.935 .009 .315 .036 
RECEIVABLE 15.446 5.782 .079 2.671 .008 
BDOUT 19.271 11.332 .050 1.700 .017 
CPA -0.002 0.134 -.023 -2.499 .013 
TATA 6.577 2.386 .086 2.756 .006 
DCHANGE 0.007 0.122 .027 .809 .027 
a. Dependent Variable: DAACCit     
The results of the SPSS output display clearly show that all the independent variables 
statistically significant affect the dependent variable. This can be seen from the significant 
probability below the 5% confidence level. So, it can be concluded that the regression 
model does not contain any heteroscedasticity. 
 b. Coefficient Determination Analysis 
The coefficient of determination (R2) essentially measures how far the model's 
ability to explain the variation of the dependent variable. The value (R2) that approaches 
one means that the independent variables provide almost all the information needed to 
predict variations in the dependent variable. 
Table 3 
Model Summaryb 
Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .534a .576 .512 2480.4112799 
It is known that the coefficient of determination (R-squared) in Table 3 is R2 = 0.512 
indicating that 51.2% of the Financial Statement of Fraud can be explained by the eighth 
variable of the independent variable, the remaining 48.8% is explained by other variables 
beyond this estimation model. 
 
c. Test of Significance of Simultaneous Effect (Test F) 
Simultaneous testing or F-test is used to see the effect of independent variables on 
the dependent variable simultaneously (together). From the results of the research data 
obtained a significant value of 0,000. Because the significance value is smaller than 5% 
or 0.05, it can be concluded that the variables Financial Targets, Financial Stability, 
External Pressure, Nature Of Industry, Ineffective Monitoring, Change In Auditors, 
Rationalization, and Capability simultaneously influence Fraud's Financial Statement. 
 
d. Test of Significance of Partial Effect (Test t) 
The t test basically shows how far the influence of the independent variables partially 






t Sig. B Std. Error Beta 
1 (Constant) 39.333 64.356  .611 .000 
ROA 25.114 6.779 .113 3.705 .000 
ACHANCE 17.049 8.405 .062 2.029 .043 
LEV 2.497 7.935 .009 .315 .036 
RECEIVABLE 15.446 5.782 .079 2.671 .008 
BDOUT 19.271 11.332 .050 1.700 .017 
CPA -0.002 0.134 -.023 -2.499 .013 
TATA 6.577 2.386 .086 2.756 .006 
DCHANGE 0.007 0.122 .027 .809 .027 
a. Dependent Variable: DAACCit 
 
e. Hypothesis Regression Equations 
DAACCit = 39.33 + 25.114ROA + 17.049ACHANCE + 2.497LEV + 15.4446 
RECEIVABLE + 19.271 BDOUT - 0.002CPA + 6.5777 TATA + 0.007 DCHANGE 
Based on these equations, it can be seen that: 
1) The constant of 39.33 states that if the independent variable is considered 
constant, the DAACCit value is 39.33. 
2) The ROA variable has a regression coefficient of 25.114. The coefficient marked 
positive means that every increase in ROA of 1 will result in an increase in 
DAACCit of 25.114 with a note that the other independent variables are constant). 
The variable value of ROA is obtained at 0,000 and below 5% (0.05), it can be 
concluded that ROA has a positive and significant effect on DAACCit. 
3) The ACHANGE variable has a regression coefficient of 17.049. The coefficient 
marked positive means that every increase in ACHANGE by 1 will result in an 
increase in DAACCit of 17.049 with a note that the other independent variables 
are constant). The significance value of the ACHANGE variable is 0.043 and 
below 5% (0.05), it can be concluded that ACHANCE has a positive and 
significant effect on DAACCit. 
4) LEV variable has a regression coefficient of 2.497. The coefficient marked 
positive means that any increase in LEV of 1 will result in an increase in 
DAACCit of 2.497 with a note that the other independent variables are constant). 
The significance value of the LEV variable is obtained at 0.036 and below 5% 
(0.05), it can be concluded that LEV has a positive and significant effect on 
DAACCit. 
5) The RECEIVABLE variable has a regression coefficient of 15,446. The 
coefficient with a positive sign means that every increase in RECEIVABLE by 1 
will result in an increase in DAACCit of 15.444 with a note that the other 
independent variables are constant). The significance value of the RECEIVABLE 
variable is obtained at 0.008 and below 5% (0.05), it can be concluded that 
RECEIVABLE has a positive and significant effect on DAACCit. 
6) The BDOUT variable has a regression coefficient of 19,271. The coefficient 
marked positive means that any increase in BDOUT of 1 will result in an increase 
in DAACCit of 19,271 with a note that the other independent variables are 
constant). The significance value of the BDOUT variable is obtained at 0.017 and 
below 5% (0.05), it can be concluded that BDOUT has a positive and significant 
effect on DAACCit. 
7) CPA variable has a regression coefficient of -0.002. The significance value of the 
CPA variable is obtained at 0.013 and below 5% (0.05), it can be concluded that 
CPA has a positive and significant effect on DAACCit. 
8) TATA variable has a regression coefficient of 6.577. The coefficient with a 
positive sign means that any increase in TATA of 1 will result in an increase in 
DAACCit of 6.577 with a note that the other independent variables are constant). 
The significance value of the TATA variable is obtained at 0.006 and below 5% 
(0.05), it can be concluded that TATA has a positive and significant effect on 
DAACCit. 
9) The variable DCHANGE has a regression coefficient of 0.007. The significance 
value of the DCHANGE variable is 0.027 and below 5% (0.05), it can be 
concluded that DCHANGE has a positive and significant effect on DAACCit. 
 
3.2. Discussion 
a. The Effect of Financial Tragets (ROA) on Fraud's Financial Statement 
Financial targets variables have a regression coefficient of 25.114. The positive 
signed coefficient means that every financial target increase of 1 will result in an 
increase in financial statement fraud of 25,114 with a note that the other independent 
variables are constant). The significance value of financial targets variable is 0,000 
and below 5% (0,05), it can be concluded that financial targets have a significant 
positive effect on financial statement fraud. That is, financial targets can affect the 
occurrence of financial statement fraud. Excessive pressure on management to 
achieve financial targets set by directors or management can encourage management 
to commit fraud. The results of the study in line with Setiyani, (2008) prove that 
companies that have large profits (measured by profitability or financial targets) are 
more likely to do earnings management than companies that have small profits. 
However, contrary to research conducted by Skousen et al. (2009) it does not 
corroborate evidence that financial targets have a bearing on financial statement 
fraud. 
b. The Effect of Financial Stability (ACHANGE) on Fraud's Financial Statement 
The variable financial stability has a regression coefficient of 17,049. The 
coefficient with a positive sign means that any increase in financial stability of 1 will 
result in an increase in financial statement fraud of 17,049 with a note that the other 
independent variables are constant). The significance value of financial stability 
variables is 0.043 and below 5% (0.05), it can be concluded that financial stability 
has a significant positive effect on financial statement fraud. That is, financial 
stability affects financial statement fraud which describes the financial condition of 
the company in a stable condition. Companies may manipulate profits when financial 
stability or profitability is threatened by economic conditions. The results of the study 
are in line with the research conducted by Loebbecke et al. (1989) Beneish (1997) 
Skousen et al (2009) showing that in cases where companies experience growth that 
is below the industry average, management will manipulate financial statements to 
improve prospects company. The greater the ratio of changes in the total assets of a 
company, the higher the profitability of fraud in the financial statements of the 
company. 
c. The Effect of External Pressure (LEV) on Fraud's Financial Statement 
External pressure variables have a regression coefficient of 2.497. The coefficient 
marked positive means that every increase in external pressure of 1 will result in an 
increase in financial statement fraud of 2.497 with a note that the other independent 
variables are constant). The significance value of the external pressure variable is 
0.036 and below 5% (0.05), it can be concluded that external pressure has a 
significant positive effect on financial statement fraud. That is, excessive pressure 
for management can encourage management or company directors to take financial 
statement of fraud. To overcome this pressure companies need additional debt or 
external financing sources to remain competitive, including financing assets and 
development or capital expenditures (Skousen et al, 2009). External financing needs 
are related to cash generated from financing through debt. 
d. The Effect of Nature Of Industry (RECEIVABLE) on Fraud's Financial 
Statement 
The nature of industry variable has a regression coefficient of 15,446. The 
coefficient marked positive means that any increase in the nature of the industry by 
1 will result in an increase in financial statement fraud of 15,446 with a note that 
other independent variables are constant). The significance value of the nature of 
industry variable is obtained at 0.008 and below 5% (0.05), it can be concluded that 
the nature of industry has a significant positive effect on financial statement fraud. 
This means that the nature of industry in managing receivables in a company can 
encourage management or directors to conduct financial statement fraud. This 
research is in line with research conducted by Summer and Sweeney (1998) showing 
that accounts receivable are different between companies that commit fraud and 
those who do not commit fraud. 
e. The Effect of Ineffective Monitoring (BDOUT) on Fraud's Financial Statement 
Ineffective monitoring variable has a regression coefficient of 19,271. The 
coefficient marked positive means that every increase in ineffective monitoring of 1 
will result in an increase in financial statement fraud of 19,271 with a note that the 
other independent variables are constant). The significance value of the ineffective 
monitoring variable is 0.017 and below 5% (0.05), it can be concluded that 
ineffective monitoring has a positive and insignificant effect on financial statement 
fraud. That is, the situation in which the company does not have a supervisory unit 
that effectively monitors corporate performance is reflected in the composition of 
independent commissioners in a company that has a relationship with management 
to conduct financial statement fraud. Beasley's (1996) study concluded that the 
inclusion of commissioners from outside the company increased the effectiveness of 
the board in overseeing management to prevent fraudulent financial statements. The 
results of this study are reinforced by research conducted by Dechow et al., (1996) 
Lou & Wang (2009) which examined the relationship between board composition 
and fraudulent financial statements. The results of the study prove that cheating is 
more common in companies that have fewer external board members (Skousen et al., 
2009). The results of the study by Skousen et al. (2009) do not corroborate evidence 
that the ratio of independent board of directors influences financial statement fraud. 
f. The Effect of Change In Auditor (CPA) on Fraud's Financial Statement 
The change in auditor variable has a regression coefficient of -0.002. The 
significance value of change in auditor variable is 0.013 and below 5% (0.05), it can 
be concluded that change in auditor has a significant positive effect on financial 
statement fraud. That is, changes in the turnover of public accounting firms 
conducted by the company can result in a period of transition and stress periods that 
hit the company. The change of public accountants in two years period can be an 
indication of fraud. This research is in line with research conducted by Summer and 
Sweeney (1998) showing that auditor changes have a significant relationship to 
financial statement fraud. Based on this description, the replacement of the public 
accounting firm can encourage management or directors to carry out financial 
statement fraud. 
g. The Effect of Rationalization (TATA) on Fraud's Financial Statement 
The rationalization variable has a regression coefficient of 6.577. The coefficient 
with a positive sign means that any increase in rationalization of 1 will result in an 
increase in financial statement fraud of 6.577 with a note that the other independent 
variables are constant). The significance value of the rationalization variable was 
obtained at 0.006 and below 5% (0.05), it can be concluded that rationalization has a 
significant positive effect on financial statement fraud. That is, the attitude / 
rationalization of board members, management, or employees allows them to get 
involved and justify fraudulent financial statements. This research is in line with Kent 
Pierre & James (1984) and Koroy (2008) arguing that accrual principles relate to 
management decision making and give insight into the rationalization of financial 
reporting. According to Skousen (2009) the total accrual ratio variable can be used 
to describe rationalization related to the accrual principle by management. 
h. The Effect of Capability (DCHANGE) on Fraud's Financial Statement 
Capability variables have a regression coefficient of 0.007. The positive signed 
coefficient means that every increase in capability of 1 will result in an increase in 
financial statement fraud of 0.007 with a note that the other independent variables 
are constant). The significance value of the capability variable is obtained at 0.027 
and below 5% (0.05), it can be concluded that capability has a significant positive 
effect on DAACCit. This means that the ability and capacity of a person influences 
the occurrence of financial statement fraud. This research is in line with research 
conducted by Wolfe and Hermanson (2004) investigating capability as one of the 
fraud risk factors underlying the occurrence of fraud, concluding that changes in 
directors can indicate fraud. Changes in protection are not good for the company. 
Changes to directors can be a company effort to improve the performance of previous 
directors by making changes to the composition of the board of directors or the 
recruitment of new directors who are considered more competent than the previous 
directors. While on the other hand, the change of directors may be an attempt by the 
company to get rid of those who are considered to know the fraud committed by the 
company and changes in directors are considered to require adaptation time so that 
initial performance is not optimal. 
 
4.    Conclusion 
Partially, financial targets, financial stability, external pressure, nature of industry, 
ineffective monitoring, rationalization, and capability, have a significant positive effect 
on financial statement fraud, and change in auditor has a significant negative effect on 
financial statement fraud. 
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